CHAPTER X
ALTERATIONS     IN     THE      RELATIVE     VALUE     OF DIFFERENT   MONETARY   STANDARDS
ALTERATIONS in the prices of commodities and fluctuations in the rate of exchange are the means by which the monetary system of the world is regulated, so as to enable commodities to be exchanged for each other in the proportions in which they would naturally exchange under a system of barter.
It is of so much importance to have clear ideas on the subject of the causes of fluctuations in exchange and of the consequences of these fluctuations, that I consider it necessary to make some further remarks on the subject, and it will be convenient to begin with the simplest case. Let us, therefore, assume that there are two countries which exchange commodities and have no other financial relations. Let us also assume that they use separate systems of inconvertible paper and that they only interchange two commodities. The money of each country being made of paper has no value except as money, and the value of the paper money of each country depends on the